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Summary

¤ For Sale Inventory levels have fallen across the country

¤ Home price levels now in line with income

¤ Affordability levels remain strong across the country, 
except for those without jobs; however,

¤ Effects of distressed inventory remain unclear

¤ Delinquency and foreclosure rates continue to rise

¤ Job cuts are falling, but employment stress persists as 
hiring activity remains low across the country

A r e  M a r k e t  C o n d i t i o n s  S t a b i l i z i n g ?



© Copyright 2010 Republic Mortgage Insurance Company 4

Section 1

¤ Nationally, homes for sale or held off market changed very 
little this quarter, but vacant homes for rent increased

¤ Homeowner vacancies remain high in the Southeast, 
Northeast, and Pacific Northwest 

¤ Rental vacancies are historically high in the Sand States 
and deep South

¤ Inventory of homes for sale continues to fall for new and 
existing homes

H o u s i n g  I n v e n t o r y
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Vacant Home Inventory Remains High

¤ As of 2009 Q3, national vacant 
home inventory remains high 
compared to historical levels

¤ While the number of vacant 
homes for sale or held off market 
remained relatively flat this 
quarter, vacant homes for rent 
hit its highest level of 4.6 million 
units 

¤ Over the last 4 quarters, the 
number of vacant homes for rent 
has increased 15% while the 
number of vacant homes for sale 
has not changed

¤ This increase is likely due to the 
conversion of homes for sale to 
rental properties and a trend of 
household consolidation due to 
economic stress
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Homeowner Vacancy Rates Are Normal for Largest States 
When Compared to Historical Levels

¤ #ÏÍÐÁÒÅÄ ÔÏ ÈÉÓÔÏÒÉÃÁÌ ÌÅÖÅÌÓȟ ÃÕÒÒÅÎÔ ÈÏÍÅÏ×ÎÅÒ ÖÁÃÁÎÃÙ ÒÁÔÅÓ ÆÁÌÌ ÉÎ ÔÈÅ Ȱ!ÖÅÒÁÇÅȱ ÒÁÎÇÅ ÆÏÒ ÍÏÓÔ ÓÔÁÔÅÓ

¤ Current rates are high for selected states in the Southeast, Northeast, and Pacific Northwest

¤ Texas, Louisiana, and Iowa currently have very low homeowner vacancy rates compared with historical values 

Comparison of 2009Q3 Homeowner Vacancy Rates (NSA) to Historical Values for States
Source: BOC, Moody's Economy.com
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Historically High Rental Vacancy Rates In Most 
Distressed States but Some Lower Risk States As Well

¤ Current rental vacancy rates are historically very high for not only high-stressed states such as AZ, CA, FL, and NJ but also for 
typically low-risk states such as ID, WI, LA, MS, NH, and VA

¤ This is likely due to the high number of properties for sale being converted to rental units across the country as well as a trend 
toward potential renters consolidating households

Comparison of 2009Q3 Rental Vacancy Rates (NSA) to Historical Values for States
Source: BOC, Moody's Economy.com

Current Rate Compared to Historical Values

Very Low (1)

Low (7)

Average (23)

High (9)

Very High (11)

6.6%

9.7%

10.7%

8.1%

5.4%

11.0%

7.4%

14.6%

12.1%

7.1%

14.5%

8.4%

7.7%

12.5%

10.7%

6.3%

13.0%

12.6%

10.6%

7.8%

8.2%

6.4%

14.0%

6.1%

16.5%

10.4%

9.9%

14.1% 7.5%

7.8%

6.4%

13.6%

12.0%
11.2%

14.0%9.8%

11.9%

7.6%

11.1%

14.1%

18.7%

9.4%

8.4%

17.7%
15.3%

14.1%

7.7%

*Note: 2009 Q3 

rental 

vacancy rates 

(NSA) are 

represented 

on map



© Copyright 2010 Republic Mortgage Insurance Company 8

Local Markets Dictate Trends in Balance 
Between Rental and Homeownership Demand

¤ As of 2009 Q3, there are no 
consistent trends in 
homeowner and rental vacancy 
rates across major markets

¤ Rental vacancies up, 
homeowner vacancies down:  

ï Chicago, Dallas, Houston, 
and San Francisco

¤ Rental vacancies down, 
homeowner vacancies up: 

ï Boston, Charlotte, and 
San Diego

¤ Rental and homeowner 
vacancies down: 

ï Indianapolis, Las Vegas, 
and Sacramento

¤ Rental and homeowner 
vacancies up:  

ï Los Angeles, New York, 
and Seattle

¤ Housing market behavior varies 
across the country due to 
differences in the sustainable 
balance between rental prices 
and home prices at the local 
level

0%

5%

10%

15%

20%

25%

30%

BOS CHAR CHI DAL HOU IND LV LA NY SAC SD SF SEA

R
en

ta
l V

ac
an

cy
 R

at
e 

%
Rental Vacancy Rates 

Source: U.S. Census Bureau

2008Q3 Rental Vacancy Rate %, NSA

2009Q3 Rental Vacancy Rate %, NSA

0%

1%

2%

3%

4%

5%

6%

7%

8%

BOS CHAR CHI DAL HOU IND LV LA NY SAC SD SF SEA
H

om
eo

w
ne

r 
Va

ca
nc

y 
R

at
e 

%

Homeowner Vacancy Rates 
Source: U.S. Census Bureau

2008Q3 Homeowner Vacancy Rate %, NSA

2009Q3 Homeowner Vacancy Rate %, NSA



© Copyright 2010 Republic Mortgage Insurance Company 9

Supply of Inventory For Sale Continues to Fall

¤ Months supply of existing 
homes has reached the 6-
month assumed equilibrium 
this quarter; however, some of 
this change can be attributed 
to seasonal effects

¤ As of 2009 Q4, months supply 
of homes for sale:

¤ Declined from 8 to 6.5 
months for existing homes

¤ Increased from 7.5 to 9 
months for new homes

¤ Months supply of homes for 
sale is based on the current 
rate of sales holding into the 
future. The recent declines in 
months supply for existing 
homes is mostly due to the 
surge of inventory sold as a 
result of tax credit incentives 

¤ The recent increase in months 
supply for new homes is due 
to the significant drop in the 
sales rate
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New Homes For Sale Falls to Level Last Seen in 
1965

¤ The number of new single 
family homes for sale 
continues to decline at a rapid 
rate from a peak of 570k at 
2006 Q2 to 230k at 2009 Q4

¤ While a problem for builders, 
the reduction in new home 
construction has enabled  
total supply to reduce to more 
normal levels

¤ Since the current sales rate of 
new homes sold has dropped 
severely, new home inventory 
available for sale actually 
increased to 9 months this 
quarter
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Existing Home Inventory Remains High

¤ Existing home inventory 
remains at elevated levels, 
with an excess supply close to 
1 million

¤ The number of existing single 
family homes for sale slightly 
increased this quarter most 
likely due to the addition of 
distressed properties to the 
market

¤ Foreclosure/REO properties 
for sale will keep existing 
home inventory high, but loan 
modifications will slow the 
pace at which they are added 
to the market 

¤ Nationally, home price growth 
will not rise materially until 
existing home inventory 
approaches more reasonable 
levels
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Section 2

¤ Distressed inventory continues to rise

¤ Highest concentrations of seriously delinquent mortgages 
not yet in foreclosure are found in Sand States, Midwest, 
and Southeast

¤ Largest volume of distressed mortgages found in 
California, Florida, Illinois, Michigan and Texas due to the 
size of their respective mortgage markets

C r e d i t  C o n d i t i o n s
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Impact of Future Distressed Inventory 
Grows More Uncertain

¤ Over $900 Billion in 
residential mortgages are 90+ 
days delinquent or in 
foreclosure 

¤ About half of this amount has 
not yet made it to foreclosure; 
these loans represent 
potential future distressed 
sales

¤ Shadow inventory has grown 
over the last 4 quarters due to 
the following:

Á GSE, State, and Lender 
foreclosure moratoria 

Á State legislative changes 
delaying foreclosure 
initiation and extending 
the foreclosure process

Á Growth in loan 
modification programs 
and incentives for 
participation

ü It is too early to determine 
how these actions will affect 
the ultimate resolution of 
delinquencies
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Sand States, Midwest and Southeast Have 
Highest Rates of Seriously Delinquent Mortgages

¤ AZ, CA, FL, MI, MS, and NV have the highest rates of seriously delinquent mortgages (not including foreclosures)

¤ AK, MT, ND, SD, VT, and WY have the lowest rates of 90+ delinquencies

* Note: 2009 Q3 90+ 

delinquency 

rates (NSA) are 

represented on 

map
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Sand States, Midwest and Southeast Have 
Highest Rates of Distressed Mortgages

¤ 21% of Florida mortgages are 60+ days delinquent or in foreclosure, followed closely by Nevada at 20%. These are by far the 
highest rates in the nation.

¤ More than 1 in 10 mortgages are 60 days delinquent or worse in FL, NV, AZ, CA, MI, IL, GA, NJ, IN, OH, and RI.

* Note: 2009 Q3 60+ 

delinquency 

rates including 

foreclosures 

(NSA) are 

represented on 

map
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Section 3

¤ Affordability levels remain high but have started to decline

¤ Growth in home prices no longer outpaces growth in 
income by a wide margin

¤ Cumulative growth in rental prices now higher than 
growth in median sales price

H o m e  P r i c e s  &  A f f o r d a b i l i t y
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Affordability Levels Remain High but Declined 
Slightly This Quarter

¤ Home price affordability 
remains historically high due 
to significant drops in median 
sales price and interest rates

¤ As of 2009 Q3, both 
composite and first-time 
homebuyer affordability have 
begun declining as median 
sales prices have risen and 
income levels have declined 
due to rising unemployment

¤ Quarterly changes in 
affordability are highly 
sensitive to the seasonal 
nature of median sales prices, 
so the general trends in 
affordability are more 
meaningful than quarter-to-
quarter changes

¤ Despite high affordability 
levels, demand remains low 
due to high unemployment 
and under-employment
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Home Price Levels More In Line with Rental Prices 
and Income Now

¤ Home prices have fallen 
dramatically since late 2005, 
narrowing the gap in 
cumulative growth between 
income, inflation and rents

¤ For the last 3-4 quarters, 
median prices have fallen due to 
concentration of home sales in 
lowest price tier of the market

¤ This led to cumulative growth in 
rental prices exceeding 
cumulative growth in median 
sales price

¤ High rental vacancies have 
resulted in lower asking rents, 
which may bring rents back in 
line with home prices

¤ Lower rental prices may also 
lead to further reductions in 
home prices, although this 
impact will be offset by 
increased demand for moderate 
and highly valued properties

¤ Cumulative growth rates are 
indexed to 1997 Q1 since this 
ÐÅÒÉÏÄ ÒÅÆÌÅÃÔÅÄ ÍÏÒÅ ȰÎÏÒÍÁÌȱ 
market conditions and 
employment growth
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Section 4

¤ 1 out of every 4 net jobs lost have been in California or Florida 
since the recession began 2 years ago

¤ Most job losses affected workers under 45 and those without a 
college degree

¤ Employment stress remains widespread but has shown some 
improvement in recent months

¤ Most areas of the country have seen reductions in layoffs, but 
hiring levels remain very low

¤ The number of individuals receiving paid benefits is historically 
high and climbing, signaling that those who lost their jobs are 
having a hard time finding work

¤ Confidence levels have been improving in the last 6-8 months

E m p l o y m e n t
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1 out of 4 Net Jobs Lost Nationally Came From 
California and Florida Since Recession Began

¤ 24% of total net job losses 
since the recession began in 
December 2007 have been 
from California or Florida

¤ 51% of total net jobs lost have 
been in CA, FL, MI, IL, OH, GA, 
AZ, or NC 

¤ Only AK, ND, and DC have 
seen net growth in job counts 
since December 2007

¤ Expectations are for 8.1 
million net jobs lost nationally 
after the annual revision of 
employment counts is made 
in February

¤ This annual benchmarking 
revision adjusts the 
Establishment Survey counts 
for consistency with total 
employment counts from the 
BLS Quarterly Census of 
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Recent Improvement in Net Job Losses but No 
Signs of Positive Growth Yet

¤ Peak job losses occurred 
during late 2008 and early 
2009 for most states

¤ Net job losses during the last 
3 months have been much 
lower for all of these states

¤ Positive employment growth 
will be the key to stimulating 
demand for housing, working 
off excess inventory, and 
reestablishing a market 
balance conducive to positive 
home price appreciation
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Layoffs Improving but Hiring Is Needed

¤ Data from the Job Openings 
and Labor Turnover Survey 
(JOLTS) can be used to 
determine broad trends in 
hiring and layoffs

¤ Layoffs appear to have 
reached more normal levels in 
the U.S.

¤ Job openings remain very low 
but may be approaching a 
turning point 

¤ New hires have not started to 
improve yet and will be the 
key to net employment 
growth 

¤ None of the four U.S. regions 
shows increasing job hires as 
of November 2009
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JOLTS: Monthly U.S. Total Hires, Layoffs, and Job Openings
Source: BLS, Moody's Economy.com

Job Openings Job Hires Total Separations Layoffs and Discharges

0

500

1,000

1,500

2,000

2,500
D

ec
-0

0

M
ay

-0
1

O
ct

-0
1

M
ar

-0
2

A
ug

-0
2

Ja
n-0

3

Ju
n-

03

N
ov

-0
3

A
pr

-0
4

S
ep

-0
4

Fe
b-

05

Ju
l-0

5

D
ec

-0
5

M
ay

-0
6

O
ct

-0
6

M
ar

-0
7

A
ug

-0
7

Ja
n-0

8

Ju
n-

08

N
ov

-0
8

A
pr

-0
9

S
ep

-0
9

Jo
b 

H
ire

s 
(1

00
0s

, S
A

)

U.S. Regions: JOLTS Monthly Job Hires (SA)
Source: BLS, Moody's Economy.com

Midwest Region Northeast Region South Region West Region

Note: Unshaded Region Highlights Behavior 
Since Recession Began



© Copyright 2010 Republic Mortgage Insurance Company 23

2009Q4 Employment Growth Still Mostly 
Negative but With More Areas Bottoming Out


